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Direct  comments/inquiries  to: 
Legislative  Audit  Division 
Room  135,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 


Help  eliminate  fraud,  waste,  and  abuse  in  state  government.  Call  the  Fraud  Hotline  at  1-800-222-4446 
statewide  or  444-4446  in  Helena. 


MONT^N.  STATE  UBBABV^, 


ffl|i|piiu.l 


FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an 
agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly,  and 
the  agency  has  complied  with  applicable  laws  and  regulations,  hi  performing  the  audit  work,  the 
audit  staff  uses  standards  set  forth  by  the  American  histitute  of  Certified  Pubhc  Accountants  and  the 
United  States  General  Accountmg  Office.  Financial-compliance  audit  staff  members  hold  degrees 
with  an  emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  cer- 
tificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  0MB  Circular  A- 
133  require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements  and  is 
therefore  not  intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit  Division 
issues  a  statewide  biennial  Single  Audit  Report  which  complies  with  the  above  reporting 
requirements.  The  Single  Audit  Report  for  the  two  fiscal  years  ended  June  30,  1999,  will  be  issued 
by  March  31, 2000.  Copies  of  the  Single  Audit  Report,  when  available,  can  be  obtained  by 
contacting: 

Single  Audit  Coordinator  Legislative  Audit  Division 

Office  of  Budget  and  Program  Planning  Room  135,  State  Capitol 

State  Capitol  PO  Box  201705 

Helena  MT  5  9620  Helena  MT  5  9620- 1 705 
Phone (406) 444-3616 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  Linda  Nelson,  Chair  Representative  Bruce  Simon,  Vice  Chair 

Senator  Sue  Bartlett  Representative  Beverly  Barnhart 

Senator  Reiny  Jabs  Representative  Ernest  Bergsagel 

Senator  Tom  Keating  Representative  A.  R.  "Toni"  Hagener 

Senator  Ken  Miller  Representative  Bob  Keenan 

Senator  Barry  "Spook"  Stang  Representative  Robert  Pavlovich 


LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacai,  Legislative  Auditor 

John  W.  Northey.  Legal  Counsel 

Tori  Hunthausen,  IT  &  Operations  Manager 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Pertormance  Audit 

James  Gillett,  Financial-Compliance  Audit 


December  1998 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of  Public  Service 
Regulation  for  fiscal  years  1996-97  and  1997-98.  Included  m  this  report  are  two 
recommendations  addressmg  fees  commensurate  with  costs  and  collections  for  the  state's 
universal  access  program. 

The  departments  wntten  response  to  the  audit  recommendations  is  included  at  the  end  of  the 
audit  report.  We  thank  the  commissioners  and  their  staff  for  their  assistance  and  coopera- 
tion throughout  the  audit. 

Respectfully  submitted. 


Scott  A.  Seacat 
Legislative  Auditor 


Room  135,  State  Capitol  Building,  PO  Box  201705    Helena  MT  59620-1705 
Phone  (406)  444-3122     FAX  (406)  444-9784      E-Mail  lad@slate.mt.us 
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Report  Summary 


Department  of  Public 
Service  Regulation 


This  audit  report  is  the  result  of  our  financial-compliance  audit  of  the 
Department  of  Public  Service  Regulation  for  the  two  fiscal  years 
ended  June  30,  1998.   The  report  contains  two  recommendations 
addressing  fees  commensurate  with  costs  and  the  interim  universal 
access  program  revenue  shortfall. 


Recommendation  #1 


Recommendation  #2 


We  issued  an  unqualified  opinion  on  the  financial  schedules  contained 
in  the  report.   This  means  the  financial  schedule  user  may  rely  on  the 
presented  financial  information  as  well  as  the  supporting  information 
on  the  Statewide  Budgeting  and  Accounting  System. 

The  department  concurred  with  and  implemented  the  three 
recommendations  made  in  the  prior  audit  report. 

The  listing  below  serves  as  a  means  of  simunarizing  the 
recommendations  contained  in  this  report,  the  department's  response 
thereto,  and  a  reference  to  the  supporting  comments. 

We  recommend  the  department: 

A.  Document  its  basis  for  each  fee  charged  to  ensure 
the  fees  are  conunensurate  with  costs  as  required  by 
section  69-1-1 14,  MCA. 

Department  Response:  Concur.   See  page  B-4. 

B.  Seek  legislation  to  clarify  the  appropriate  fund 
placement  for  the  fee  revenues. 

Department  Response:  Concur.  See  page  B-4. 

C.  Record  the  photocopying  fees  in  the  General  Fund. 
Department  Response:  Concur.   See  page  B-4. 

D.  Transfer  $3,724  to  the  General  Fund Page  9 

Department  Response:  Concur.   See  page  B-4. 

We  recommend  the  department  work  with  the  Department 

of  Revenue  to  ensure  it  collects  $500,000  during  fiscal  year 

1998-99  in  accordance  with  section  69-3-860,  MCA Page  1 1 

Department  Response:  Concur.   See  page  B-4. 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Public  Service  Regulation  for  the  two  fiscal  years  ended  June  30, 
1998.  The  objectives  of  the  audit  were  to: 

1.  Determine  whether  the  department  complied  with  applicable  laws 
and  regulations. 

2.  Make  recommendations,  if  necessary,  for  improvement  in  the 
department's  control  structure. 

3.  Determine  whether  the  department's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years  ended 
June  30,  1998. 

4.  Determine  the  status  of  prior  audit  recommendations. 

This  report  contains  two  recommendations.   During  our  current  audit 
we  noted  areas  of  concern  which  we  deemed  not  to  have  a  significant 
effect  on  the  operations  of  the  department.   These  concerns  are  not 
specifically  included  in  this  report,  but  have  been  discussed  with 
department  management. 

In  accordance  with  section  5-13-307(2),  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant  and  practical  to  obtain,  of 
implementing  the  recommendations  made  in  this  report. 


Background 


The  Department  of  Public  Service  Regulation  was  created  by  the 
Executive  Reorganization  Act  of  1971  and  operates  imder  the  direction 
of  the  Public  Service  Commission.   The  commission  consists  of  five 
voting  members  who  are  elected  on  a  district  basis  and  serve  a  term  of 
four  years.   After  each  general  election,  one  of  the  commissioners  is 
elected  by  the  commission  to  serve  as  chairman  for  the  two  years  until 
the  next  general  election. 


The  department's  responsibility  is  to  assure  the  public  receives  safe, 
adequate,  and  economical  utility  and  transportation  service  at  just  and 
reasonable  rates.   The  department  is  responsible  for  the  regulation  of 
public  utilities,  motor  carriers,  railroads,  and  pipelines  within  the 
state.   It  also  performs  safety  inspections  of  those  activities,  except  for 
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motor  carriers,  which  are  inspected  by  the  Highway  Patrol  Division  of 
the  Department  of  Justice. 

The  commission  chairman  serves  as  the  department  head.   The 
department  was  authorized  to  employ  39.5  full-time  equivalent  (FTE) 
personnel,  including  the  five  commissioners,  in  fiscal  year  1997-98. 

The  department  consists  of  the  following  three  divisions. 

1 .  The  Utility  Division  exercises  general  control  over  public 
utilities,  including  rate  determination  and  safety  standards. 

2.  The  Transportation  and  Centralized  Services  Division  exercises 
general  supervisory  control  over  the  activities  of  motor  carriers 
and  railroads,  and  provides  administrative  support  to  the 
department.   Two  FTE  are  motor  carrier  enforcement  officers. 

3.  The  Legal  Division  advises  the  commission  on  matters  requiring 
a  legal  interpretation  or  opinion  and  represents  the  commission  in 
legal  proceedings. 

The  1997  Legislature  deregulated  both  the  electric  utility  and  the 
natural  gas  utility  industries.   Chapter  505,  Laws  of  1997,  provided 
that  large  electric  utility  customers  were  to  have  the  opportunity  to 
choose  an  electric  supplier  on  or  before  July  1,  1998,  with  all 
remaining  electric  customers  having  to  choose  a  supplier  by  July  1 , 
2002.   This  legislation  further  provided  the  Public  Service 
Commission  (PSC)  retain  regulatory  responsibihties  in  three  areas. 

►■       The  PSC  continues  to  regulate  the  retail  transmission  and 

distribution  system  within  Montana  after  it  issues  final  orders  on 
a  utility's  transition  plan; 

►  The  PSC  may  find  that  workable  competition  does  not  exist  and 
continue  the  regulation  of  electricity  supply  by  distribution 
services  providers  as  a  cost-based  supply  contract  for  a  period  of 
no  more  than  three  years;  and 

►  The  PSC  must  determine  whether  competition  is  sufficient  to 
inhibit  monopoly  pricing  or  anti -competitive  price  leadership. 
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Chapter  506,  Laws  of  1997,  deregulates  the  natural  gas  utility  industry 
by  allowing  customer  choice  of  natural  gas  suppliers.   A  natural  gas 
utility  may  voluntarily  offer  its  customers  choice  of  natural  gas 
supplier  and  provide  open  access  to  its  transmission,  storage,  or 
distribution  facilities. 
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Prior  Audit  Recommendation 


Prior  Audit  ^^  performed  the  prior  audit  of  the  Department  of  Public  Service 

Recommendation  Regulation  for  the  two  fiscal  years  ended  June  30,  1996.  The  report 

contained  three  recommendations.  The  department  implemented  all 

three  recommendations. 
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Findings  and  Recommendations 


Department  Fees 


The  depanment  recorded  fee  revenues  of  $34, 180  and  $45, 104 
during  fiscal  years  1996-97  and  1997-98,  respectively.  Of  these 
amounts,  $20,749  and  $22,990  were  credited  to  the  General  Fund. 
These  revenues  are  the  result  of  fees  charged  by  the  department  for 
various  services  and  are  classified  as  Licenses  and  Permits  and 
Charges  for  Services.  The  department  fees  include  application  and 
permit,  highway,  annual  repon,  filing,  photocopying,  and  legal 
notices.  The  depanment  is  not  required  to  charge  any  fee  except  for 
the  legal  notices.  In  the  event  the  department  chooses  to  charge 
fees,  section  69-1-1 14,  MCA,  requires  each  fee  be  commensurate 
with  the  costs  incurred  in  administering  the  function  for  which  the 
fee  is  charged.  Any  fees  set  by  federal  statute  are  exempt  from  this 
requirement.  The  Statement  of  Intent  for  Chapter  588,  Laws  of 
1983,  which  amended  section  69-1-1 14,  MCA,  provided,  in  part, 
"...The  legislature  intends  that  the  fees  be  set  in  an  amount  sufficient 
to  provide  funds  to  administer  the  function  for  which  the  fee  is 
charged.  Fees  may  not  be  set  so  high  as  to  generate  revenue  in 
excess  of  expenses." 


We  have  identified  two  issues  with  respect  to  these  fees.  The  first 
pertains  to  the  "commensurate  with  costs"  requirement  and  the 
second  addresses  the  fund  placement  for  the  fee  revenues. 


Fees  Commensurate  With 
Costs 


The  department  has  documentation  to  support  only  one  of  the  fees  it 
charges.   Montana  laws  for  utilities,  railroads,  and  motor  carriers 
direct  the  department  to  "require  and  receive  an  additional  sum  to  be 
set  by  the  commission  to  pay  the  cost  of  publishing  notice  as 
required  by  this  chapter."  The  department  charges  companies  what 
the  department  pays  to  the  newspapers  for  publishing  the  legal 
notices.   However,  this  method  does  not  include  all  costs  associated 
with  publishing  legal  notices;  for  example,  personnel  time  is  not 
included. 


Other  fees  are  at  the  same  levels  they  were  prior  to  enactment  of 
Chapter  588,  Laws  of  1983,  and  the  department  no  longer  has 
documentation  to  support  the  calculation  of  those  fees.  Department 
officials  indicated  they  believe  the  fees  charged  are  fair  and  cover 
the  applicable  costs.   However,  until  the  department  analyzes  the 
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costs  involved  with  providing  each  service,  it  cannot  demonstrate 
compliance  with  section  69-1 -114,  MCA. 


Fund  Placement  As  noted  above,  fee  revenues  are  recorded  in  both  the  General  Fund 

and  the  State  Special  Revenue  Fund.  The  department's  costs  are 
recorded  in  the  State  Special  Revenue  Fund,  the  current  source  of 
the  department's  appropriation  authority.  Prior  to  1986,  the 
department's  appropriations  were  in  the  General  Fund.  Chapter  32, 
Special  Session  June  1986,  enacted  section  69-1-402,  MCA,  and 
changed  the  department's  appropriation  from  the  General  Fund  to 
the  State  Special  Revenue  Fund  for  fiscal  year  1986-87.  Chapter 
647,  Laws  of  1987,  amended  section  69-1-402,  MCA,  and  resulted 
in  the  department  again  being  appropriated  from  the  General  Fund. 
The  most  recent  funding  change  for  the  department  occurred  in 
1993.  Chapter  508,  Laws  of  1993,  amended  section  69-M02, 
MCA,  and  returned  the  department's  appropriation  to  the  State 
Special  Revenue  Fund.  The  number  of  statutory  changes  affecting 
the  department's  appropriation  source  has  created  some  confusion 
concerning  the  fund  classification  for  fee  revenues. 

Unless  revenues  are  earmarked  for  specific  use,  they  are  to  be 
recorded  in  the  General  Fund  according  to  state  law.  The 
department  records  its  earmarked  fees  in  the  State  Special  Revenue 
Fund  while  the  fees  not  earmarked  to  offset  program  costs  are 
recorded  in  the  General  Fund,  with  the  exception  of  the 
photocopying  fees  which  are  in  the  State  Special  Revenue  Fund. 
The  department  began  recording  the  photocopy  fees  in  the  State 
Special  Revenue  Fund  in  fiscal  year  1993-94,  the  effective  date  of 
Chapter  508,  Laws  of  1993.  These  fees  are  not  earmarked  and 
should  have  been  recorded  in  the  General  Fund.  They  amounted  to 
$2,037  in  fiscal  year  1996-97  and  $1,687  in  fiscal  year  1997-98. 

The  statutes  which  permit  the  department  to  set  and  collect  fees,  the 
statute  requiring  those  fees  be  commensurate  with  costs,  and  the 
statement  of  legislative  intent  referred  to  on  page  seven  indicates 
both  the  revenues  and  the  costs  upon  which  they  are  based  should  be 
recorded  in  the  same  fund.  Requiring  fees  to  be  commensurate  with 
costs  and  not  using  the  resulting  revenue  to  offset  those  costs  is  not 
logical-  Earmarking  all  of  the  department's  fee  revenues  would 
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subsequently  make  these  revenues  available  for  consideration  in  the 
department's  calculation  of  its  utility  gross  operating  revenue  tax  for 
each  fiscal  year. 

State  law  limits  the  amount  of  money  the  department  can  collect 
from  the  utility  gross  operating  revenue  tax.  The  appropriation 
amount  for  the  department  in  any  given  fiscal  year  is  the  maximum 
amount  of  money  that  may  be  raised  by  the  tax  according  to  section 
69.M02(3),  MCA.  There  is  no  minimum  tax  amount  which  must 
be  collected.  It  is  logical  to  expect  the  department  should  consider 
other  revenue  sources  available  to  it  when  calculating  the  amount  of 
the  utility  tax  necessary  to  complete  the  funding  for  a  fiscal  year. 

The  department  should  seek  legislation  to  clarify  legislative  intent 
with  respect  to  its  fee  revenues.  The  department  should  also  transfer 
$3,724  to  the  General  Fund  and  record  photocopying  fees  in  the 
General  Fund  until  such  time  as  those  fees  are  earmarked. 

Recommendation  #1 

We  recommend  the  department: 

A.  Document  its  basis  for  each  fee  charged  to  ensure  the  fees  are 
commensurate  with  costs  as  required  by  section  69-1-114, 

I     MCA. 

B.  Seek  legislation  to  clarify  the  appropriate  fund  placement  for 
the  fee  revenues. 

C.  Record  the  photocopying  fees  in  the  General  Fund. 

D.  Transfer  $3,724  to  the  General  Fund. 


Universal  Access  Fund  Chapter  349,  Laws  of  1997,  created  an  Interim  Universal  Access 

Collections  Program.  The  purpose  of  this  program  is  to  further  universal  access 

to  advanced  telecommunications  services  in  Montana  by: 

1)      increasing  opportunities  through  which  advanced 

telecommunications  services  would  be  available  through  a 
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library,  school,  or  another  specified  type  of  public  institution  in 
every  community  in  the  state; 

2)  encouraging  innovation  in  communities  to  bring  advanced 
services  to  Montana's  rural  areas;  and, 

3)  assisting  communities  that  have  already  succeeded  in  obtaining 
services  when  ongoing  transport  costs  threaten  the  continued 
availability  of  these  services. 

According  to  section  69-3-860,  MCA,  the  Interim  Universal  Access 
Program  is  funded  by  a  surcharge,  payable  quarterly,  by  telecom- 
munications carriers.  The  surcharge  is  applied  to  the  retail  revenue 
for  all  intrastate  telecommunications  services  provided  in  the  state. 
The  surcharge  is  determined  by  the  Public  Service  Conmiission  by 
rule.  The  surcharge  must  be  set  and  applied  to  all  telecommuni- 
cations carriers  on  a  competitively  neutral  basis  to  raise  $250,000 
during  fiscal  year  1997-98  and  $500,000  in  fiscal  year  1998-99. 
The  rate  may  be  changed,  by  rule,  as  necessary. 

The  department  does  not  have  direct  access  to  the  tax  information  on 
which  the  surcharge  is  based.  The  department  worked  with  the 
Depanment  of  Revenue  to  establish  and  collect  the  surcharge.  For 
fiscal  year  1997-98,  the  Depanment  of  Revenue  established  the  rate 
at  .06  percent  based  on  its  historical  data  and  had  collected  $154,553 
by  June  30,  1998.  Even  though  department  personnel 
communicated  with  the  Department  of  Revenue  throughout  the  year 
on  the  progress  of  revenue  collected  each  quarter,  revenue  fell  short 
of  the  statutory  requirement  for  fiscal  year  1997-98  by  $95,447. 
Personnel  stated  they  have  discussed  increasing  the  rate  to  raise  the 
required  amount  in  fiscal  year  1998-99  with  Department  of  Revenue 
personnel. 

The  department  is  statutorily  obligated  to  collect  $500,000  during 
fiscal  year  1998-1999.  The  department  should  continue  to  work 
with  the  Department  of  Revenue  to  ensure  this  occurs. 
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Findings  and  Recommendations 


Recommendation  #2 

We  recommend  the  department  work  with  the  Department  of 
Revenue  to  ensure  it  collects  $500,000  during  fiscal  year  1998-99 
in  accordance  with  section  69-3-860,  MCA. 
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Independent  Auditor's  Report 
&  Department  Financial  Schedules 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 

John  W.  Northey.  Legal  Counsel 

Tc)ri  Hunthausen,  IT  &  Operations  Manager 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances,  Schedules  of  Total 
Revenues  &  Transfers-In,  and  the  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the  Depanment 
of  Public  Service  Regulation  for  each  of  the  two  fiscal  years  ended  June  30,  1998.  The  information 
contained  in  these  financial  schedules  is  the  responsibility  of  the  department's  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
schedules  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  schedules.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  schedule  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our 
opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting 
other  than  generally  accepted  accounting  principles.  These  schedules  are  not  intended  to  be  a  complete 
presentation  and  disclosure  of  the  department's  assets  and  liabilities. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the 
results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Public  Service  Regulation  for 
each  of  the  two  fiscal  years  ended  June  30,  1998,  in  conformity  with  the  basis  of  accounting  described 
in  note  1 . 


Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  21,  1998 
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PUBLIC  SERVICE  REGULATION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1998 


Special  Revenue 
General  Fund  Fund 

FUND  BALANCE:  July  1,1997  $ 

ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Prior  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out) 
Total  Additions 

REDUCTIONS 

Budgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Total  Reductions 

FUND  BALANCE;  June  30,  1 998  $ 

'  See  note  2  on  page  A-12. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 


(1,910) 

$ 

161,407 

22,990 

(23,015) 
(25) 

47,377 
(812) 
2,109,743 
2,156,308 

2,247,029 
(435) 

0 

2,246,594 

(1,935)' 

$ 

71,121 
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PUBLIC  SERVICE  REGULATION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1997 


Special  Revenue 
General  Fund  Funci 

FUND  BALANCE;  July  1 ,  1 996  $ 

ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Prior  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out) 

Direct  Entries  to  Fund  Balance 
Total  Additions 

REDUCTIONS 

Budgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1 997  $ 

^  See  note  2  on  page  A-12. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 


(44)     $ 

475,413 

22,319 
(1,570) 

(22,374) 

(241) 

(1,866) 

53,338 
(1,750) 

1,724,111 
270 

1,775,969 

2,089,250 
725 

0 

2,089,975 

(1,910)'    $ 

161,407 
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PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  TOTAL  REVENUES  &  TRANSFERS-IN 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1998 


TOTAL  REVENUES  &  TRANSFERS-IN  BY  CLASS 

Other,  No  Revenue  Class 

Licenses  and  Pennlts 

Charges  for  Services 

Fines  and  Forfeits 

Federal  Indirect  Cost  Recoveries 

Federal 
Total  Revenues  &  Transfers-ln 

Less:        Prior  Year  Revenues  &  Transfers-ln  Adjustments 
Actual  Budgeted  Revenues  &  Transfers-ln 

Estimated  Revenues  &  Transfers-ln 
Budgeted  Revenues  &  Transfers-ln  Over  (Under)  Estimated 


Special  Revenue 

General  Fund 

$ 

Fund 

Total 

0 

$ 

0 

8,135 

8,135 

14,855 

22,775 

37,630 

0 

49 
23,741 
46,565 

— 

0 

49 

23,741 

22,990 

69,555 

(812) 
47,377 

— 

(812) 

22,990 

70,367 

27,250 

56,300 

83,550 

(4,260) 

$ 

(8,923) 

5  = 

(13,183) 

BUDGETED  REVENUES  &  TRANSFERS-IN  OVER  (UNDER) 
ESTIMATED  BY  CLASS 

Other,  No  Revenue  Class 

Licenses  and  Permits 

Charges  for  Services 

Fines  and  Forfeits 

Federal  Indirect  Cost  Recoveries 

Federal 
Budgeted  Revenues  &  Transfers-ln  Over  (under)  Estimated 


$ 

(1,000) 

$ 

(1,000) 

(1,865) 

(1,865) 

(2,145) 

587 

(1,558) 

(250) 

(151) 

(250) 
(151) 

$ 

(8,359) 
(8,923) 

$_^ 

(8,359) 

(4,260) 

(13,183) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-11. 
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PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  TOTAL  REVENUES  &  TRANSFERS-IN 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30. 1997 


TOTAL  REVENUES  &  TRANSFERS-IN  BY  CLASS 

Other.  No  Revenue  Class 

Licenses  and  Permits 

Charges  for  Services 

Fines  and  Forfeits 

Federal  Indirect  Cost  Recoveries 

Other  Financing  Sources 

Federal 
Total  Revenues  &  Transfers-ln 

Less:       Prior  Year  Revenues  &  Transfers-ln  Adjustments 
Actual  Budgeted  Revenues  &  Transfers-ln 

Estimated  Revenues  &  Transfers-ln 
Budgeted  Revenues  &  Transfers-ln  Over  (Under)  Estimated 

BUDGETED  REVENUES  &  TRANSFERS-IN  OVER  (UNDER) 
ESTIMATED  BY  CLASS 

Other,  No  Revenue  Class 

Licenses  and  Permits 

Charges  for  Services 

Fines  and  Forfeits 

Federal  Indirect  Cost  Recoveries 

Other  Financing  Sources 

Federal 
Budgeted  Revenues  &  Transfers-ln  Over  (under)  Estimated 


Special  Revenue 

General  Fund 

$ 

Fund 

Total 

0 

$ 

0 

6.825 

6.825 

13.924 

23,916 

37,840 

0 

67 

276 
27,329 
51.588 



0 
67 

276 
27.329 

20.749 

72.337 

(1,570) 

(1,750) 

(3.320) 

22,319 

53,338 

75.657 

32,250 

60,568 

92,818 

(9,931) 

$ 

(7,230) 

$ 

(17,161) 

$ 

(200) 

$ 

(200) 

(6,605) 

(6,605) 

(3,076) 

(1.241) 

(4,317) 

(250) 

(113) 
276 

(250) 
(113) 
276 

$ 

(5.952) 
(7,230) 

%~ 

(5,952) 

(9,931) 

(17,161) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 
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PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1 998 


Public  Service 
Regulation  Prog 
PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salaries                                                                                                                             $             1,407,055 
Employee  Benefits  329,229 


Total  1,736,284 


Operating  Expenses 

Other  Services  1 1 1 ,303 

Supplies  &  Materials  45,898 

Communications  66,500 

Travel  62,122 

Rent  158,317 

Repair  &  Maintenance  4,643 

Other  Expenses  56 , 1 02 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

Special  Revenue  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less:       Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

Special  Revenue  Fund 
Unspent  Budget  Authority 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 


504,885 

5,425 

5,425 

$ 

2,246,594 

$ 

2,246,594 

2,246,594 
(435) 

2,247,029 
2,594,197 

$ 

347,168 

$ 

347,168 

$ 

347,168 
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PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1997 


Public  Service 
Regulation  Prog 
PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 

Salaries  $             1,312,307 

Employee  Benefits  306,089 

Total  1,618,396 


Operating  Expenses 

Other  Services  79,912 

Supplies  &  Materials  23,660 

Communications  52,406 

Travel  68,085 

Rent  144,859 

Repair  &  Maintenance  8,238 

Other  Expenses  39,478 

Total 

Equipment  &  Intangible  Assets 
Equipment 
Intangible  Assets 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 


Special  Revenue  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less:      Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

Special  Revenue  Fund 
Unspent  Budget  Authority 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 

Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 


416,638 

52,947 
1,994 

54,941 

$ 

2,089,975 

$ 

2,089,975 

2,089,975 
725 

2,089,250 
2,240,114 

$ 

150,864 

$ 

150,864 

$ 

150,864 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1998 


Summary  of  Significant 
Accounting  Policies 

Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  Funds.  In 
applying  the  modified  accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable  with  the  exception  of 
the  cost  of  employees'  annual  and  sick  leave.  State  accounting 
policy  requires  the  department  to  record  the  cost  of  employees' 
annual  leave  and  sick  leave  when  used  or  paid. 

Expenditures  may  include:  entire  budgeted  service  contracts  even 
though  the  department  receives  the  services  in  a  subsequent  fiscal 
year;  goods  ordered  with  a  purchase  order  before  fiscal  year-end, 
but  not  received  as  of  fiscal  year-end;  and  equipment  ordered  with  a 
purchase  order  before  fiscal  year-end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Budgeting  and 
Accounting  System  without  adjustment. 


Accounts  are  organized  in  funds  according  to  state  law.  The 
department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes. 
Department  Special  Revenue  Funds  include  federal  natural  gas  safety 
funds,  the  gross  operating  revenue  tax,  and  the  interim  universal 
access  program. 
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Notes  to  the  Financial  Schedules 


2. 


General  Fund  Balance 


The  negative  fund  balance  in  the  General  Fund  does  not  indicate 
overspent  appropriation  authority.  The  department  did  not  have 
General  Fund  appropriation  authority  for  fiscal  years  1996-97  and 
1997-98.  However,  it  does  charge  certain  fees  which  are  recorded 
in  the  General  Fund.  The  department's  outstanding  liabilities  exceed 
the  assets  it  has  placed  in  the  fund,  resulting  in  negative  ending 
General  Fund  balances  for  each  of  the  two  fiscal  years  ended 
June  30,  1997,  and  June  30,  1998. 
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Department  Response 
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PUBLIC  SERVICE  COMMISSION 
STATE  OF  MONTANA 


Dave  Fisher,  Chairman 
Nancy  McCaffree,  Vice  Chair 
Bob  Anderson,  Commissioner 
Danny  Oberg,  Commissioner 
Bob  Rowe,  Commissioner 


1701  Prospect  Avenue 
PO  Box  202601 
Helena,  MT  59620-2601 
Telephone  (406)  444-6199 
FAX  (406)  444-7618 
http://www.psc.state.mt.us 


V     \r.  _i 


7  — ^^^■^;  .<-  -^.»->.  t 


November  9,  1998 


w>j, 


Mr.  Scott  Seacat,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  MT.  59620-1705 

Dear  Mr.  Seacat: 

Enclosed  please  find  the  Public  Service  Commission's  response  to  your  final  report  on  the  audit 
of  this  agency.    Included  with  this  response,  we  are  returning  the  copy  of  the  report  per  your 
request. 

We  enjoyed  working  with  your  staff  of  professional  auditors  and  look  forward  to  meeting  with 
you  and  the  Legislative  Audit  Committee. 

Sincerely, 


Dave  Fisher 
Chairman 

Enclosures 
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Consumer  Complaints:  1-800-646-6150 
"An  Equal  Employment  Opportunity  Employer" 


RESPONSE  TO  LEGISLATIVE 

FINANCIAL  COMPLIANCE  AUDIT 

JUNE  30,  1998 

1.  FEES 
RECOMMENDATION  #1 

A.  THE  DEPARTMENT  DOCUMENT  ITS  BASIS  FOR  EACH  FEE  CHARGED  TO 
ENSURE  THE  FEES  ARE  COMMENSURATE  WITH  COSTS  AS  REQUIRED  BY 
SECTION  69-1-1 14,  MCA. 

B.  SEEK  LEGISLATION  TO  CLARIFY  THE  APPROPRIATE  FUND  PLACEMENT 
FOR  THE  FEE  REVENUES. 

C.  RECORD  THE  PHOTOCOPYING  FEES  IN  THE  GENERAL  FUND. 

D.  TRANSFER  $3,724  TO  THE  GENERAL  FUND 

RESPONSE: 

Concur. 

The  department  will  conduct  a  general  review  of  its  fees.  Department  is  now  recording 
photocopying  fees  in  the  general  fund  and  has  transferred  $3,724  to  the  general  fund. 

2.  UNIVERSAL  ACCESS  FUND  COLLECTIONS 

RECOMMENDATION  #2 

THE  DEPARTMENT  WORK  WITH  THE  DEPARTMENT  OF  REVENUE  TO 
ENSURE  IT  COLLECTS  $500,000  DURING  FISCAL  YEAR  1998-99  IN 
ACCORDANCE  WITH  SECTION  69-3-860,  MCA. 

RESPONSE: 

Concur. 

The  department  will  continue  to  work  with  the  Department  of  Revenue. 
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